In addition, AFDC income eligibility standards in some states were so low
that many women below the poverty level were not poor enough to
qualify for Medicaid. This problem was particularly severe in the South;
in 1987, seven Southern states had AFDC payment standards below 30
percent of the federal poverty level (Hughes et al, 1988), which was
$9,056 for a family of three. States have the option of establishing
medically needy programs, which have a higher income ceiling, but they
are not to exceed 133 percent of the AFDC payment standard. Under a
medically needy program, low-income women with high obstetrical and
neonatal costs could "spend-down" and become Medicaid-eligible, although
they were ineligible for Medicaid during their pregnancies.

The growing awareness of the cost-effectiveness of prenatal care in the
early 1980s occurred amid growing concerns about the rising costs of
maternity care and the inadequate financing of maternity care. Access
problems were particularly severe for low-income pregnant women and
infants, many of whom lacked any form of health insurance coverage. In
response to these concerns, Congress authorized a series of expansions of
the Medicaid program to pregnant women and infants. The mandates of
the Deficit Reduction Act of 1984 and the Consolidated Budget
Reconciliation Act of 1985 effectively eliminated the Medicaid categorical
eligibility requirement that linked Medicaid eligibility to AFDC eligibility
and required that states provide Medicaid coverage of prenatal, delivery,
and postpartum services to all income-eligible women regardless of their
family structure. Subsequent initiatives in the Omnibus Budget
Reconciliation Acts of 1986 and 1987 (OBRA-86 and OBRA-87) and the
Medicare Catastrophic Act of 1988 have progressively expanded Medicaid
income eligibility to pregnant women and children. Legislation under
OBRA-86, which became effective during 1987, permitted states to extend
coverage to pregnant women and newborns in families whose incomes
were up to 100 percent of the federal poverty level, and permitted them
to waive the assets test for eligibility. OBRA-87 expanded this option by
allowing states to cover pregnant women and infants up to 185 percent of
the federal poverty level. All states were required by July 1990 to provide
Medicaid coverage to pregnant women and infants below 100 percent of
the federal poverty levelL Finally, under the Omnibus Budget
Reconciliation Act of 1989, states are mandated to expand Medicaid
coverage to all pregnant women and children under age six whose incomes
are below 133 percent of the poverty level

The OBRA-86 expansions to 100 percent of the poverty level were not
implemented in any of the study states until October 1987, towards the
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end of the time period for this study. Thus, for most of 1987, pregnant
women and children were potentially eligible for Medicaid in one of the
following three groups:

e AFDC recipients who were "categorically” eligible for Medicaid
because they received cash assistance under the Aid to Families with
Dependent Children Program. In addition, some former AFDC
recipients who became ineligible for AFDC payments remained
eligible for Medicaid.

e Pregnant women and children who resided in households which met
the income and resource requirements of AFDC eligibility, but who
were not eligible for AFDC because the state did not provide AFDC
benefits to pregnant women without other children (AFDC coverage
which is at the state’s option) or the child did not meet the definition
of "dependent” (that is, both parents were in the home). Women
were eligible from the point at which pregnancy was medically
established, and birth-related services were covered through 60 days
postpartum. Newborn children were covered for one year, provided
that the mother was eligible for and receiving Medicaid at birth, and
provided that the mother remained eligible and the child resided with
the mother.

e Medically needy individuals in families with children whose income
and/or resources were above the limits established for AFDC eligibility
but still needed medical assistance in the state’s view. The state set
income limits for the medically needy program that did not exceed 133
and 1/3 percent of the benefits paid to an AFDC case with no other
income. A medically needy program was provided at the state’s
option; however, if the state had a medically needy program, it had to
serve pregnant women and children, as defined above. All states in
the study except South Carolina had a medically needy program in
1987. '

In October 1987, Florida, North Carolina, and South Carolina
implemented Medicaid coverage of women and infants in families whose
incomes were up to 100 percent of poverty; in September 1988, Texas did
also. In July 1987, Minnesota raised the Medicaid income threshold for
its medically needy program to 88 percent of poverty; in October 1988, it
raised its Medicaid income levels for pregnant women to 185 percent of
poverty.
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The Omission of
the Cost of

Indigent Care

Programs from the
Database and the

Analysis

In terms of the services covered by Medicaid, no major service limitations
existed that would have affected normal maternal and newborn care.
However, some states imposed restrictions that may have limited Medicaid
reimbursement for high-cost newborns. In South Carolina, Medicaid
allowed a maximum of 18 ambulatory visits—including physicians’ visits--a
year, however, according to state Medicaid program staff, this restriction
probably did not affect most maternal and infant care. In contrast, Texas
and Florida imposed service limits during the study year that may have
limited the number of days reimbursed by Medicaid for high-cost
newborns. During the study period, the Texas Medicaid program paid for
a maximum of 30 inpatient hospital days per spell of illness, and required
a 60-day break before another reimbursable spell of illness. In addition,
it imposed a $50,000 expenditure cap. The cap was subsequently raised
to $200,000 in November 1988 with the other service restrictions
remaining unchanged. Florida imposed restrictions on both physician
visits and inpatient days in 1987. Medicaid recipients were allowed only
one physician inpatient hospital visit per day (although other physician
services in the hospital could be billed) and a maximum of 45 inpatient
days per fiscal year. These limitations were changed effective July 1989.
In particular, Florida eliminated limits on hospital days for children
younger than age one.

The Congressional mandate for this study requested an assessment of the
savings in both Medicaid and indigent care costs for newborns due to
prenatal WIC participation. However, determining indigent care costs for
pregnant women and newborns is difficult, since many of these costs are
borne by the private sector and are seldom documented. This problem is
particularly true with delivery and newborn services, for which states have
traditionally provided relatively little funding other than through Medicaid,
thus forcing hospitals to bear the brunt of uncompensated care costs.

This study does not directly examine the effects of prenatal WIC
participation on indigent care costs. Three main reasons explain the
omission of indigent care costs from the analysis. First and foremost is
that the available data on state indigent care programs are limited. All
study states operate programs to serve the needs of low-income pregnant
women, and these programs are discussed in detail in another report from
this study, "Description of State Programs” (Bilheimer, 1990). However,
these programs often do not maintain individual-level data files on services
received and costs incurred. In particular, a major source of concern is
the high level of uncompensated hospital care for maternity and newborn
care, and it is not possible to obtain individual-level data on
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uncompensated hospital care within the context of this study. In order to
be applicable to this study on the cost-effectiveness of the WIC program,
a health care service or reimbursement program must have had data files
on individuals that could be linked to WIC program records.

A second reason for omitting indigent care costs from the analysis is that
many programs which serve low-income pregnant women provide only
prenatal care to participants, and do not cover labor and delivery costs.
Thus, even for those programs for which individual-level program data
systems are maintained at the state level, information is not available on
the primary outcome variable for the analysis—indigent care costs for labor
and delivery and during the 60-day period after birth.

A third reason for omitting state indigent care costs from the study is that
some of the state programs that provide financial assistance at and after
birth exist precisely because of problems related to the pregnancy and
birth. For example, in many states, Programs for Children with Special
Health Needs reimburse providers for services rendered to children born
with serious health needs. Thus, in order to be a participant in such a
program, the newborn is by definition a high-cost birth, and it is of little
interest to examine the effects of the WIC program on program costs. If
any analysis of such programs were to be undertaken, it would likely focus
on the effect of the WIC program on the likelihood of receiving any
benefits at all, rather than on the costs received once in the program.
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